We propose an anchoring argument to explain the abnormal returns on the ex-days of stock splits, stock dividends, and reverse stock splits. We develop an anchoring model and find supporting evidence that stocks paying stock dividends or splitting their shares have positive ex-day abnormal returns, and that stocks reversely splitting their shares have negative ex-day abnormal returns. Cross-sectionally, the ex-day abnormal return is positively associated with the split factor and this positive association decreases with the split factor.
